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ABSTRACT 
In recent years, the local garment market has realized 
d ra s t i c changes, many manufacturers began to bypass the 
conventional channels and operated the i r own dis t r ibut ion 
channels. Some even shif ted from manufacturing focus to 
r e t a i l focus and operated extensive network of overseas 
channels. As Hong Kong clothing industry i s continuously 
facing unfavourable international economic environment, a 
ve r t i c a l l y integrated system may be a good strategy for 
them to consolidate the i r business in the manufacturing 
f i e l d , while opening them s t ra teg ic windows for them to 
d ivers i fy to the high-margin r e t a i l sector. This paper is 
an attempt to explore the key factors regarding channel 
s t ra tegy with special focus at the ver t ica l - in tegrat ion 
issue. 
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s d is t r ibut ion strategy could be explained 
by the Postponement-speculation framework which is based on 
r i sk , uncertainty, and transaction cost involved. According 
to Bucklin, eff ic iency in marketing channels i s enhanced by 
the postponement of changes in (1) the product form to the 
l a t e s t possible point in the marketing process and (2) 
inventory location to the l a t e s t possible point in the time 
frame. Risk and uncertainty cost increase as product 
becomes more d i f fe ren t ia ted . Postponement enhance 
eff ic iency by moving d i f fe ren t ia t ion to the l a t e s t point in 
the time frame when demand is more certain, thus reducing 
r i sk and uncertainty. Also the physical d is t r ibut ion cost 
i s reduced by sorting products in large lo ts and in 
r e l a t ive ly undifferent iated forms. In fact researchers like 
W. Alderson
2
 had laid down the framework for such analysis 
for Bucklin to follow. The clothing manufacturing industry 
of Hong Kong has long been the colony
1
 s number 1 export 
industry, but i t was in the la te 80s • that manufacturers 
s ta r ted to move forward to the r e t a i l market both in Hong 
1
Bucklin, Louis P. , Competitive and Evolution in 
Distr ibut ive Trades, Prentice-Hall: Englewood Cl i f f s , N.J. f 1972 . 
2
Alderson, Wroe, "Marketing Efficiency and the Principle of 
Postponement", Cost and Prof i t Outlook, Vol. 3, Sep. 1950. 
2 
Kong and overseas. Theoretically speaking, these moves 




In recent years, there has been rapid development of 
the garment r e t a i l markets in Hong Kong. An interest ing 
feature i s that some of the key players have expanded to 
the r e t a i l sector through ver t i ca l integrat ion. Examples of 
local players moving in that direct ion are l ike Giordano, 
Bossini and U2/G-2000. While some imported brands like 
Daniel Hechter, Michelle Rene, own the i r respective 
manufacturing plants overseas and market the i r merchandise 
in Hong Kong through licensee or franchise. Though the 
recent market trend has shown a major move towards ver t ica l 
integrat ion, there are s t i l l numerous manufacturers that 
market the i r merchandise through licensee shops or other 
contractual out le ts . So i t will be an interest ing issue to 
look at the rat ionales behind such diverse channel 
s t r a t eg ie s . Also with the theore t ica l framework of the 
t ransact ion cost analysis, the issue of ver t ica l integrated 
system wil l be evaluated on i t s f e a s i b i l i t y in the local 
clothing industry. 
3 
In the l a s t decade, the socio-economic development in 
Hong Kong has been so rapid that the market has been 
rapidly booming. The to t a l market of clothing, footwear & 
a l l i ed products has grown from 31,035M in 1980 to 65,094M 
in 1988 (at constant 1990 market pr ices)
3
. The HKTDC 
figures has given a picture of "a r t i c les of apparel & 
clothing accessories" alone
4
. In 1988 the net import i s 
7,325M (at constant 1990 pr ices) , while the net import in 
1990 has fa l len to around 6,022M (at constant 1990 pr ices) . 
May be a guess of the reason is that more foreign brands 
are moving the i r manufacturing bases to local sources. 
Nevertheless, i t i s commonly agreed that the local market 
i s s t i l l booming, the issue is just a segregation of the 
p i l e between local and foreign brands. 
3
Hong Koncr Annual Digest of S t a t i s t i c s 1989 Edition, Census 




s Import & Re-exports of Articles of Apparel and 






This project involves the use of both primary and 
secondary data. As the f i r s t step of research, intensive 
l ib ra ry research has been conducted in the Chinese 
University Library, the Hong Kong University Library, the 
Trade Development Council and The Census and S ta t i s t i c s 
Department of Hong Kong. Background information and 
inspi ra t ions were obtained from the l i t e r a t u r e review which 
ass i s ted in defining the objectives and the scope of the 
study. 
The secondary information obtained would be analyzed 
and form the corestone of the background of the project . 
This wi l l include the socio-economic development of Hong 
Kong in recent years and how th i s a f f ec t s the channel 
decisions of the garment d i s t r ibu to rs . 
Interview 
As for the part of indust r ia l analysis, i t becomes a 
must to conduct primary data survey with the r e t a i l giants 
who are ver t i ca l ly integrated and those who are not. In 
t h i s par t , in-depth unstructured qual i ta t ive interviews had 
been conducted with executives from Giordano Ltd., Dickson 
Concepts Ltd.• Manhattan Garments (G-2000) and Victor Gain 
Ltd. (Top-In Boutique). 
5 
Survey 
As for the part of customer a t t r ibu tes , a small scale 
(100 questionnaires) structured quanti tat ive survey had 
been conducted to the target customer group, based on the 
findings of the f i r s t phase of the project . Result of th i s 
survey i s used to reveal the market trend and thus shedding 
some l igh t on the appropriateness of the channel strategy. 
Copy of the questionnaire i s shown in the appendix. The 
ta rge t sample i s a convenient sample selected on several 
c r i t e r i a : (1) That he/she f i t s the age range (15 - 44), (2) 
That he/she has independent sovereignty in making 
purchasing choices. Half of the sample is selected through 
the help of the personnel department of several pre -
contacted companies. While the other half i s s t ree t 





VERTICALLY-INTEGRATED SYSTEMS - A THEORETICAL FRAMEWORK 
Channel System 
Theoretically speaking, a manufacturer
1
s dis t r ibut ion 
channel could be composed of a l i s t of channel 
a l te rna t ives , e i ther direct or indirect . A channel 
a l te rna t ive diagram is attached as Appendix 1
5
 for the sake 
of i l l u s t r a t i on s . A company that adopts direct dis t r ibut ion 
s trategy wil l choose the shortest path and by pass the 
intermediaries, while a company that adopts indirect 
d i s t r ibu t ion strategy will pass i t s goods through 
intermediaries such as wholesalers or agents. Louis Bucklin 
define ver t i ca l marketing systems as "professionally 
managed and central ly programmed networks that are pre— 
engineered to achieve operating economies and maximum 
market impact" and "designed to achieve technological, 
managerial, and promotional economies through the 
integrat ion, coordination and synchronization of marketing 
flows from points of production to points of ultimate 
use"
6
. Many researchers c lass i f ied ver t ica l marketing 
system into three types: the corporate ver t ica l marketing 
system, the administered system and the contractual 
ve r t i ca l marketing system. A ver t ica l marketing system 
5
Stern, Louis W. , Adel Ansary, Marketing Channels, Third 
Edition, Prentice Hall, 1989, p. 15. 
^cCammon, Bert C. , J r . , "Perspective for Distribution 
Programming", Vertical Marketing Systems, ed. Louis Bucklin, 
Glenview 111: Scott, Foresman, 1970, p. 43. 
7 
ex i s t when channel members a t d i f f e r en t levels of 
d i s t r i bu t i on for a pa r t i cu l a r product are owned and 
operated by one organization. While a contractual ve r t i ca l 
marketing system i s one in which the acknowledgement of 
dependence ex i s t s in formal contrac t . Common forms are l ike 
f ranchise , exclusive dealerships. As for administered 
v e r t i c a l marketing system, the member firms acknowledge the 
existence of dependence and adhere to the leadership of the 
dominant firm. The s t a b i l i t y of such system r e s t on the 
attainment of join reward over an ex七ended period of time. 
Examples are major U.S. r e t a i l giants l ike K-Mart, Sears 
and Wards. As the corporate ve r t i c a l marketing system 
fea tu res the most relevance in the local scenario, focus 
wi l l be given to t h i s pa r t i cu la r system. 
Theoretical Perspective 
According to the Postponement-Speculation Theory, 
postponement could be used as a tool to s h i f t the r i sk of 
owning goods to another channel member. So r e t a i l e r could 
postpone placing orders to wholesalers who give swift 
de l ivery . While speculation i s the opposite concept, cost 
reduction i s made possible by (1) economies of large scale 
production, (2) elimination of frequent small orders which 
build up processing cost and (3) the pos s ib i l i t y of 
stockouts and associated consumer d i s sa t i s f ac t ion
7
. So the 
7
Stern, Louis W., Adel Ansary, Marketing Channels, Third 
Edit ion, Prent ice Hall, 1989, p. 21. 
8 
theory of Postponement-Speculation la id down the framework 
for understanding channel s t ruc ture . By simple logic, 
speculative inventories leads to the business opportunities 
for intermediaries and indirect channel, while postponement 
creates opportunities for non-channel agents l ike 
forwarders, shippers and agent middlemen who could 
f a c i l i t a t e the use of d i rec t channel. Subhash Jain
8 
suggests tha t factors l ike high market concentration, low 
customer service requirement, high market uncertainty and 
great ava i l ab i l i t y of working capi ta l are a l l contributing 
to the poss ib i l i ty of adopting a d i rec t channel. Thus th i s 
already form a preliminary framework for understanding the 
motives behind ver t ica l integrat ion. 
Economic Perspective 
The opposite to a ver t ica l integrated system is using 
external agents. From the economic perspective, external 
agents may perform a par t icular ac t iv i ty a t a lower cost 
due to economies of scale. There are two proposed motives 
for ve r t i ca l integration: (1) cost reduction & (2) 
environmental control
9
. The cost reduction motive i s 
real ized through the e f f i c i en t coordination of several 
processes. While the environmental control motive ar ise to 
, g a i n t igh te r control on the channel. Backward integration 
8
Jain, Subhash, Marketing Planning & Strategy, Third 
Edition, South-Western Publishing Co., 1990, p. 518. 
9
Scherer, F. M. , Industr ial Market Structure and Economic 
Performance• Second Edition, Chicago: Rand McNally, 1980, p. 78. 
9 
could be used to ensure supply of material while forward 
in tegra t ion ensures market access. Porter
1 0
 also put 
forward tha t the control gained through ver t i ca l 
in tegra t ion could be used to achieve s t r a t eg ic advantage 
°Y®
r
 competitors. By control l ing the raw material supply 
and market access, a firm i s able to d i f f e r en t i a t e i t s 
product or charge more competitive pr ice . So both the cost 
reduction motive or the environmental control motive build 
up a platform for ve r t i ca l integrat ion 一 the absence of 
competitive markets for products and service needed by the 
firm
1 1
. Thus i t i s the ant ic ipat ion tha t competitive market 
for raw materials or channel functions wi l l be disturbed 
and the proactive a t t i tude to prevent such market fa i lu re 
from happening tha t push firms to consider ver t i ca l 
in tegra t ion . In other words, by ve r t i c a l l y integrat ing, 
firms prevent a competitive market, ex ante the i n i t i a l 
cont rac t , from degenerating into a non-competitive market. 
1 0
Porter, Michael, Competitive Strategy： Techniques for 
Analyzing Indust r ies and Competition, New York: Free Press, 1980, 
Ch. 12. 
11
Warren-Boulton, Frederick R. , Vertical Control of Markets: 
Business and Labour Pract ices, Cambridge, Mass. : Ballinger, 1978. 
10 
Transaction Cost Analysis 
Oliver Williamson
1
^ addressed the issue of ver t ica l 
Integrat ion by developing the transaction cost analysis. 
The fundamental issue addressed i s : 
、 Under what conditions are t ransact ions performed 
more e f f i c i en t l y within an organization under 
bureaucratic or hierarchical control, as opposed 
to between independent en t i t i e s under market 
control achieved through contracting in the 
market place? 
Transaction cost analysis uses an eff ic iency cr i te r ion 
for resolving ver t i ca l integration issues. This coincides 
with the f i rm 's objectives of survival and maximization of 
stockholder wealth. Marketing l i t e r a t u r e suggests great 
var ie ty of a l ternat ive c r i t e r i a for evaluating the 
performance of a marketing ac t iv i ty . Examples are cost 
involved; sales generated; the level of communication and 
coordination tha t people real ized; level of innovativeness; 
the degree to which entry barr ier are established. 
Transaction analysis expl ic i t ly considers human 
\ \ behaviours and assumes that managers and agents engage in 
opportunist ic behaviour and have limited cognitive 
capab i l i t i e s . Also people are assumed to be not perfect ly 
informed, which ar ise as a resu l t of uncertainty, bounded 
r a t i ona l i t y and opportunism. The prac t ica l impact i s that 
managers cannot anticipate every contingency and write a 
12
Williamson, Oliver E. f Comments to the Workshop on 
Transaction-Cost Analysis in Marketing, Evanston, I l l i no i s , 
August, 1982. 
1 1 
complex contingent claims contract; even i f the contract 
could be writ ten, people cannot t r u s t each other to deal 
honestly; f ina l ly , differences in information level make i t 
d i f f i c u l t to closely monitor contracts. As a resu l t , a 
market f a i lu re occurs when gross inef f ic iencies resu l t from 
contracting in the marketplace with an independent agent to 
perform a marketing function. The response to such a market 
f a i l u r e wil l be ver t ica l integrat ion. 
12 
CHAPTER I I I 
THE LOCAL GARMENT MARKET 
The Market Trend 
The consumption pat tern of individual clothing needs 
are influenced by a lo t s of micro and macro factors . In 
1980, the t o t a l household consumption of clothing & 
footwear was 31,035M, while the f igure has increased to 
65,094M in 1988 (constant 1990 market p r i c e s ) I n the 
following paragraphs, the d i f fe ren t forces at work are 
being analyzed. 
(1) Demographic Trend 
In 1978, the population size was 4,668,000. While i t 
has grown to 5,681,000
14
 in 1988 and i s estimated to be 
6,500,000 before 1995. The ra te of natural increase has 
never f e l l below 7% in the past 10 years
1 5
. Under th i s 
progression, 10 years
1
 time wil l be su f f i c i en t for the 
population to double i t s s ize. 
In geographical sense, a s igni f icant trend to notice 
i s tha t N.T. & New Kowloon are sharing increasing % of the 
13
Honcr Koncr Digest of S t a t i s t i c s 1989 Edition, Census & 
S t a t i s t i c s Dept., Hong Kong, 1990, p. 113. 
14
Honq Kong Social and Economic Trends 1978-88, Census & 
S t a t i s t i c s Dept., Hong Kong, 1989, p. 1. 
15




. This wil l be relevant to any marketing 
s t ra tegy of d is t r ibut ion place choice. Furthermore, the 
mode of the "population pyramid" is moving upward, in 1978, 
the biggest segment (in terms of population size) l i e s in 
the age group of 15-19, of course the biggest segment 10 
years l a t e r i s the age group of 25-29
17
. 
In terms of household size and household composition, 
smaller family size has been increasing, the mode of the 
d i s t r ibu t ion i s that we are having more families under 4 
members and "one unextended nuclear family"
18
. 
(2) Economic Trend 
In 10 years
1
 time, the GDP of Hong Kong has r isen from 
204.8M in 1978 to 455.2M in 1988
19
, at a constant (1990) 
market pr ice. This was a 122% increase. As private 
consumption expenditure const i tutes an average 60% of the , 
t o t a l GDP expenditure
20
, so the to t a l market i s "up" with 
the GDP r i s e . Furthermore, the portion of clothing & 
footwear has increased i t s portion in the overall Household 
16
Honq Kong Social & Economic Trends 1978-88, Census & 
S t a t i s t i c s Dept., Hong Kong, 1989, p. 1. 
17
Hong Koncr Social & Economic Trends 1978 -88, Census & 
S t a t i s t i c s , Dept., Hong Kong, 1989, p. 3. 
18
Hong Kong Social & Economic Trends 1978-88, Census & 
S t a t i s t i c s Dept., Hong Kong 1989, p. 8. 
19
Hong Kong Social & Economic Trends 1978-88, Census & 
S t a t i s t i c s , Dept., Hong Kong 1989, p. 16. 
20
Honq Kong Social & Economic Trends, 1978-88, Census & 
S t a t i s t i c s Dept., Hong Kong, 1989, p. 18. 
14 
expenditure composition 一 5.3% in 1974 to 7.4% in 1984. The 
breakdown i s tha t the proportion in CPI(A) has declined 
while tha t in CPI(B) and Hang Seng CPI has risen
2 1
. This 




Also, 70% of the increase in the index of clothing and 
footwear in both CPI (A & B) are contributed by the 





 s/Children • s)
 23
• 
(3) Social Trend 
The l a t e s t survey has shown that the % share of 
clothing and footwear in the overall household composition 
i s rather f l a t (appro. 7%)
24
. 
F i r s t of a l l , there are s ignif icant decline in the 
expenditure share for foodstuffs and the re la t ive 
importance of meals bought away from home has increased. 
The proportion of t o t a l expenditure for foodstuff spent on 
meals in restaurant and other eating places has increased 
21
1989/90 Household Expenditure Survey & the Rebasina of the 
CPI, Census & S t a t i s t i c s Dept., Hong Kong, 1991, p. 22. 
22
CPI(A) re la tes to households in low expenditure bracket 
and CPI(B) re la t e s to households in medium expenditure bracket. 
Hang Seng Index re la tes to households in the high expenditure 
bracket which const i tute 10% of urban households. 
23
Annual Report on the Consumer Price Index 1990, Census & 
S t a t i s t i c s Dept., Hong Kong, 1991, p. 9. 
24
Honcr Kong Social & Economic Trends 1978-88, Census & 
S t a t i s t i c s Dept., Hong Kong, 1989, p. 52. 
15 
from 46% in 1984/5 to 50% in 1989/90 for the CPI(A). While 
for CPI(B), i t ' s from 50% to 58% and from 56% to 63% for 
the Hang Seng CPI
25
. All these figures may imply that more 
households are dinning out and th i s will increase the 
indi rec t demand for casual wear. Furthermore, the absolute 
% of d i s t r ibu t ion shows that the potential growth of 
expenditure spent l i e s in the higher income group. 
Secondly, when we look at the household size in 
comparison to the spending/person, we learn that single 
person household contribute the highest spending/person 一 
HK$5,696.88/yr
26
. While the 4 persons households are having 
the larges t no. of households units (347,509), the i r market 
potent ia l i s not to be ignored. An estimation of 3,351M/yr. 
i s calculated for the spending in clothing & footwear for 




A re la ted point to the above analysis i s that when the 
household composition is being analyzed, the resu l t i s that 
the biggest segment of spending l i e s in the composition of 
head, spouse, and 2 children (259,092 households). An 
estimation of 2,438M/yr. is recorded for the 89/90 spending 
25
1989/90 Household Expenditure Survey and the Rebasinq of 
the CPI, Census & S ta t i s t i c s Dept., Hong Kong, 1991, p. 22. 
26
1989/90 Household Expenditure Survey, Census & S ta t i s t i c s 
Dept., Hong Kong, 1991, p. 78, Table 3(A). 
27
1989/90 Household Expenditure Survey, Census & S ta t i s t i c s 
Dept., Hong Kong, 1991, p. 81, Table 3(D). 
16 
in the clothing & footwear category
28
. 
As for the number of income earner, 1 earner family 
shares a 3,922M/yr. market and the 2 earner family shares 
a 4,779M/yr. spending. Other groups are insignif icant
2 9
. 
Moreover, looking at the age of the household head, we 
f ind tha t the age group of 45-64 have both the highest per 
household spending ($10,318•08/yr•) and the biggest segment 
size (439,347 household un i t s ) . All these f igures give a 
br ief prescr ipt ion of where the potent ia l segment l i e s . 
As for the ac t iv i ty s ta tus of the various household 
heads, the potent ia l segment l i e s in the employee sector -
with 794,805 household size and 8,023M/yr. spending. For 
other ac t iv i ty groups, i t
1
 s in teres t ing to point out that 
the employer group enjoys the highest spending/household -
$14,875/yr. While that of self-employed group becomes less 




1989/90 Household & Expenditure Survey, Census & 
S t a t i s t i c s Dept., Hong Kong, 1991, p. 89, Table 4(D). 
29
1989/90 Household & Expenditure Survey, Census & 
S t a t i s t i c s Dept., Hong Kong, 1991, pp. 95-96, Table 5(B) & (C) • 
30
1989/9O Household & Expenditure Survey Census & 
S t a t i s t i c s Dept., Hong Kong, 1991, pp. 104-106, Table 7(A,B,C). 
17 
Another big area of in te res t wil l be the occupation of 
household heads, the l a t e s t survey has revealed that the 





^ I • 
Table 1 
Household Spending on Clothing by Occupation 
Household Annual No. of Total 
Occupation Spending Households Market 
1) Manager & $17,004.5 116,981 lf989M 
Administrators Group 
2) Professionals & $14,634.24 159,980 2,341M 
Asso. Professionals 
3) Service Workers & $10,299.6 123,985 1,277M 
Market Sales Workers 、 
Relatively speaking, the potent ia l of the market^ l i e s 
in group 1 & 2 since they have a much higher per capita 
spending. This may convince the marketer to believe that 
the be t t e r price segment are more potent ia l to deal with. 
A highly re la ted point to the above analysis i s that 
of household head occupation f i e l d , 2 groups are l i s t ed 




1989/90 Household Expenditure Survey, Census & S ta t i s t i c s 
Dept., Hong Kong, 1991, pp. 113,114,116, Table (A,B,D)• 
32
1989/90 Household Expenditure Survey, Census & S ta t i s t i c s 
Dept., Hong Kong, 1991, pp. 123,125, Table 9(D,F). 
18 
Table 2 
Household Spending on Clothing by Host Industry 
Annual No. of 
Industry Spending House- Total 
F i e l d
 /Household holds Market 
1)' Financing/Insurance/ 5,593.28 76,160 1,187M 
Real Estate/ 
Bus. Service 
2) Wholesale, Retai l / 11,272.32 205,260 2,314M 
工 /E Trade/ 
Res. & Hotels 
If we look at the type of housing tha t the households 
accommodated, we learn tha t only one group - a l l private 
housing (E-G) gives the biggest segment potent ia l -
$11,290.56/yr, spending per household and a number of 
748,965 households. 
The above data might be summarized in the following 
paragraphs. 
1) The constant growth in population and the GDP figures 
indicate tha t there i s a steady increase in primary 
demand for clothing needs. 
2) The population d is t r ibut ion indicates tha t the mode of 
the population size (25-40) i s a potent ia l segment to 
be targeted a t . 
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3) As the number of small s ize (1-4) families increase, 
i t might be highly possible tha t the household heads 
have to spend more to buy clothing for the i r spouse 
and kids. 
"f 
4) As the social trend indicates there i s a d i s t inc t 
c lass of high income group who l ive independently with 
l o t s of social a c t i v i t i e s , i t might be r ight to 
estimate tha t they are more wil l ingly to spend more 
money on bet ter qual i ty clothing. 
5) Data also show that the f inancia l and service sector 
has grown s teadi ly . As a r e su l t , the employee of the 
service industr ies may have a bigger need for be t te r 
qual i ty clothing due to job nature
3 3
. 
6) S t a t i s t i c s also show that people l iv ing in the private 
housing apartments generally spend more in clothing 
expenditure
3 4
. This might be explained by the peer 
group influence and thus might be a good guide when 
r e t a i l locations are being considered. 
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Hona Kong Monthly Digest of S t a t i s t i c s , Census & 
S t a t i s t i c s Dept., January, 1990. 
34
1989/90 Household Expenditure Survey, Census & S t a t i s t i c s 
Dept., Hong Kong, 1991, p. 135, Table 10(H). 
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The Market Size 
After comparing data from various sources, we are able 
to come up with the analysis below. 
The t o t a l market of clothing, footwear & a l l i ed 
products has grown from 31,035M in 1980 to 65,094M in 1988 
(at constant 1990 market pr ices)
3 5
. To s t a r t , the HKTDC 
figures
3 6
 i s used to estimate the market size of "a r t i c les 
of apparel & clothing accessories" alone. In 1988 the net 
import i s 7,325M (at constant 1990 pr ices) , while the net 
import in 1990 has fa l len to around 6,022M (at constant 
1990 prices) ‘ A possible explanation for t h i s i s that more 
foreign brands are changing the i r manufacturing bases to 
local sources. 
Then i f we use the percentage d is t r ibu t ion of footwear 
and clothing f igures surveyed in the 1989/90 household 
survey
37
 we could fur ther breakdown the above market 
estimation as follows (see Table 3 and 4 below). 
35
Honq Kong Annual Digest of S t a t i s t i c s 1989 Edition, Census 




s Imports & Re-exports of Art ic les of Apparel 
and Clothing Accessories 1988-91 (SITC 84) , Hong Kong Trade 
Development Council, 1991. 
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1989/90 Household Expenditure Survey and the Rebasinq of 




Import of Art ic les of Apparel & Clothing Accessories 
Percentage of Clothing 
and Accessories in the 








82% $ 25f449M $ 53,377M 
From the above data i f we take 1988 as a 
demonstration, then we can c la s s i fy the market as in Table 
4. 
Table 4 
The Clothing and Accessories Market Breakdown* 
1)Total Mkt. 
(Clothing & Footwear) $ 65,094M 
2) The Clothing & 53,377M [ 82% o f ( 1 ) ] 
Acc. Mkt. 
3)Foreign Import Brands 7,3 25M 
4)Local Made 46,052M [ (2) - ( 3 ) ] 
(Including China Made) 
* At constant 1990 prices 
38
1989/90 Household Expenditure Survey and the Rebasing of 
the CPI, Census & S t a t i s t i c s Dept., Hong Kong, 1991, pp. 72-162. 
39
Estimated at constant 1990 pr ices . 
40
Estimated in constant 1990 pr ices . 
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Summary of Findings 
From the data above, we find tha t the potent ial 
segment could be put in the following descript ive ways: 
Individual : Age of 25 - 40, engaged in professional jobs 
or executive/adm. jobs or service oriented 
jobs, income being c l a s s i f i ed in the CPI(B) 
or Hang Seng Index. Residing in private 
housing. 
Household : Family size from 1 to 4, with 1 to 2 income 
earners and a simple family composition -
head, spouse & 2 children. Household heads 
engaging in category of job mentioned above, 
and residing in private housing. 
All the analysis so far seems pointing a way to the 
be t t e r pr ice segment, however with the market size analogy, 
the foreign import brands only shares a roughly 20% of the 
t o t a l market (disregarding local made foreign brands)• Does 
i t mean something to the marketer tha t here i s a unf i l led 
demand? 
Also, in the survey findings, several customer 
a t t r i bu t e s are given top pr ior i t ies 'which might a f fec t the 
channel decision. Major findings are l i s t ed below: 
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Table 5 
Major Customer Attr ibutes on Clothing Purchase 
At t r ibutes Percentage Channel 
Var ie t ies (78%) Indirect 
Customer Service (75%) Direct 
Price (45%) Direct 
Brand (43%) Direct 
Style (32%) Direct 
Convenience (29%) Indirect 
This tab le shows that the major customer a t t r i bu te s 
may have conf l ic t ing impact on channel decisions. Since 
va r i e t i e s ca l l for indirect channel to reduce cost of 
inventory and convenience ca l l s for the choice of indirect 
channel in order to spread coverage. While a t t r i bu t e s l ike 
customer service, s ty le and brand a l l c a l l for central 
monitoring of marketing a c t i v i t i e s . Price may imply the 
need for cost reduction make possible by economies of scale 
a f t e r ve r t i c a l integrat ion. 
Table 6 
Major Cr i te r ia in Weighting Customer Service 
Sales personnel a t t i tude (82%) 
Brand image (58%) 
After sales service (57%) 
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Sales personnel a t t i tude gives the heaviest weight to 
a customer's overall impression in weighting the company's 
customer service. Thus, d i rec t channel wil l have advantage 
here since close control on d i s t r ibu t ion sales force i s 
poss ib le . 
Table 7 
The Most Popular Shopping Area 
Causewaybay (63%) 
Tsim Sha Tsui (59%) 
Mongkok (45%) 
Shatin (22%) 
Tsuen Wan (19%) 
Actually a major l imitat ion of t h i s questionnaire i s 
the small sample size (100). Also the sub jec t ' s choice of 
shopping place may heavily influenced by the place she/he 
l ives or works. However the findings at leas t give a 
support to the ea r l i e r statement tha t convenience i s a 
commonly sought c r i t e r ion af fec t ing purchasing decision. 
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Channel Strategy 
According to Louis^ Stern
41
, channel systems tha t are 
ve r t i c a l l y integrated have the ab i l i t y to be more impactful 
on environment but less responsive to i t while the reverse 
i s t rue for non-integrated systems. As i l l u s t r a t ed by the 
analysis above, the garment market i s rapidly changing in 
Hong Kong. Customers
1
 expectations on r e t a i l services 
increase together with the i r disposable income• In the 
interview with several companies in the local garment 
sector , the key considerations are being ident i f ied as 
t h e i r major concerns when considering ve r t i ca l integrat ion. 
The information sought are being arranged in the table 
below: 
Table 8 
Summary of the Key Variables in Considering Vertical 
Integrat ion in the Local Garment Market 
Variables v , I . * c . M . * 
1)Economies of Scales high low 
2) Market Uncertainty high low 
3) Company-specific Capabil i t ies a lo t l i t t l e 
4)Abil i ty to Monitor Performance low high 
5)Potential Size and high low 
Frequency of Distribution 
* - Vertical Integration 
* C,M. - Competitive Market 
41
 Stern, Louis, Adel Ansary, Marketing Channels• Third 
Edition, Prentice Hall, 1989, p. 18. 
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According to the interview re su l t s , the key variables 
which motivate the companies to go for a ve r t i ca l ly -
integrated system are l i s t ed below. 
1) Economies of Scales 
、泰 
In the local garment market, t h i s includes more 
intense u t i l i z a t i on of both personnel and f a c i l i t i e s . Also 
the a b i l i t y to obtain substant ia l discount in various 
a c t i v i t y l ike purchasing, advert ising ac t i v i t i e s are 
c r i t i c a l . As a r e su l t , companies could be more competitive 
in both the pr ices , quali ty and services parameter. 
2) Market Uncertainty 
In the local context, t h i s includes the ab i l i t y to 
make accurate sales forecast , the pace of new product 
launching, and the pace of changing business environment. 
Some manufacturers move forward to the r e t a i l f i e ld jus t to 
ensure tha t market f luctuat ions of overseas are minimized. 
3) Company-specific Capabil i t ies 
In t h i s arena, issues l ike product features (unique or 
not) , company culture (special management technique) are 
a l l e ssen t ia l factors a f fec t ing decisions. For companies 
with more unique features l ike advance management sk i l l , 
product super ior i ty and vast d i s t r ibu t ion channels will be 
in a be t t e r posi t ion to integrate . 
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4
) Abi l i ty to Monitor Performance 
A close re la ted subject under t h i s variable wil l be 
the sa les evaluation system. In the garment market, there 
could be other factors besides the sales f igures , l ike 
br，nd reputat ion, p ro f i t margin, s t a b i l i t y of your 
posit ioned segment. Surely an integrated system wil l helps 
the company to monitor and control performance. 
5
) Potent ia l Size and Frequency of the Transaction 
This wil l be a major concern in the local context as 
the se t up cost for d i s t r ibu t ion channel i s re la t ive ly 
high, a substant ia l business turnover i s required to 
j u s t i f y such forward integrat ion move. Other related 
consideration wil l be l ike market concentration. In the 
local garment market t h i s favours ve r t i ca l integrat ion due 
to the high population density. 
The other side of the coin i s tha t some companies, 
though knowing the various advantages of being ve r t i ca l ly -
integrated f del iberate ly choose not to do so. 
The f i r s t ra t ionale tha t explains t h i s indirect 
s t ra tegy i s a worry that if the suppliers are not 
performing properly in the qual i ty side, or delivery lead 
time i s not sa t i s fac tory A they could not go for other 
sources as allowed in the f ree market. This would impose 
r i g i d i t y in the management side. 
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Secondly, There i s also fear tha t i f the ve r t i ca l -
in tegrated system i s adopted, any ruined section of the 
system may seriously a f fec t performance of other sections. 
In a market as highly competitive as Hong Kong, many 
companies a f ra id tha t the take off stage wil l be too costly 
to them. 
Thirdly, consider the need of competitiveness in the 
local market, ver t ica 1 ly-integrated system may induce cost-
plus pr ic ing which i s surely not as competitive as one 
which follows the prevail ing price by making changes 
wherever possible. 
Final ly , a common ra t ionale tha t deter companies from 
going for ve r t i ca l - in tegra t ion i s the cos t / r i sk scale. Some 
companies believe tha t time i s too short for such a big 
organizational change as the po l i t i c a l and economic 
prospect beyond 1997 i s s t i l l uncertain. So i f they did not 
do so in the 60s to 70s, they surely wil l avoid doing so in 
the 80s or 90s. 
In the following chapter, there wi l l be a case study 
on the local company in order to look at i t s approach 
towards channel s t rategy. 
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CHAPTER IV 
CASE STUDY-GIORDANO LTD. 
Background 
Giordano Ltd. i s chosen as the subject for case study 
in t h i s paper because t h i s company had undergone d i f fe ren t 
processes in i t s channel s t ra tegy. Before 1983, Giordano 
Ltd. acted as a wholesaler in the garment market• while 
Giordano began to modify i t s channel s t ra tegy and set up 
r e t a i l in 1983. From 86 onwards i t s r e t a i l success i s 
prominent. Also the company adopt d i f f e ren t channel 
s t r a t eg i e s in d i f f e ren t overseas markets. So t h i s provides 
a very good case for the research on channel s t ra tegy. 
History and Development 
Giordano Ltd. i s a wholly-owned subsidiary of Giordano 
Holdings Ltd. incorporated in 1981. The major business 
scope i s the r e t a i l i ng of casual apparel under the Giordano 
brand, using c lass ic designs presented in a modern and 
a t t r a c t i v e form. Main product range consis ts f ine knitwear. 
This i s targeted at consumers in the 15-40 year old age. 
Due to t he i r c lass ic design, sales are re la t ive ly 
unaffected by fashion cycles. Before 1983, Giordano acted 
as a wholesaler, concentrating on the sale of high margin 
products under the Giordano brand in Hong Kong. In 1983, 
Giordano r e t a i l shops were se t up in Hong Kong, while 
r e t a i l ou t le t s were continuously set up in Taiwan and 
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Singapore through jo in t venture. Sales performance 
continued to be d i s sa t i s fac to ry t i l l 1986 when the 
management decided to reposi t ion Giordano Ltd. solely as a 
r e t a i l i n g operation. A c r i t i c a l s t ra tegy made a t tha t time 
i s to switch from margin-maximization to volume-
maximization. The "value for money" policy i s adopted to 
increase commitment to customer service. Drast ical ly, sales 
increased subs tant ia l ly since then. 
In 1988, a f t e r consolidating i t s r e t a i l business in 
Hong Kong, Giordano began to export t h i s r e t a i l concept. In 
Taiwan, the East Jean Ltd. was set up to take over the 
j o in t venture business there and to exclusively d is t r ibu te 
Giordano products through the Giordano ou t le t s . In 1989 
franchise was set up in Phil ippines. In 1990, Giordano 
entered into a d i s t r ibu t ion agreement with Aoyama stores in 
Japan. In April 1991, Giordano products were began to be 
d i s t r ibu ted through the Giordano counters at Aoyama stores 
throughout Japan. Table 9 shows the rapid growth within 




s Sales, Retail Floor and Retai l Outlets 
1988 1989 1990 
Total No. of Retail Outlets* 101.0 118.0 148.0 
Total Retai l Floor('000 s q . f t . ) 51.4 70.4 95.1 
Total Sales($m) 346.4 532.6 733.2 
* This include shops, counters and franchise out le t s . 
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Before 1990, the Giordano group were operated as part 
of the Comitex group. By 6th May 1991, the directors of 
Comitex considered i t a time to separate Giordano from 
Comitex, together with 2 manufacturing subsidiar ies - Cohin 
and Comitex Garments, current organizational chart shown as 
appendix 4. 
Analysis on Channel Strategy 
In the f inancia l year of 1990, Giordano
1
s combined 
turnover was 892 million. 17.8% of i t was derived from 
manufacturing, the balance was from r e t a i l business, mainly 
from Hong Kong Taiwan and Singapore where Giordano operates 
i t s own r e t a i l ou t le t s . So from the trade resu l t s Giordano 
had demonstrated the p ro f i t ab i l i t y of the r e t a i l sector 
within the complete ve r t i ca l chain* However, the Giordano 
top management do not f a l l into the t rap to assume that 
success come from r e t a i l e f fo r t s alone. They s t i l l believe 
tha t a complete and healthy ver t i ca l ly integrated system i s 
the only way to lead Giordano through the way of success. 
Giordano
1
s Vert ical ly Integrated Channel: 
1) Customer Sat isfact ion 
Learning tha t customer sa t i s fac t ion i s the only way to 
build up a successful r e t a i l business, Giordano put a l l 
sa les personnel, including those working in franchise 
ou t l e t s , in extensive t ra ining on service and product 
knowledge. Fac i l i t i e s are provided in most out le ts to allow 
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customers t r y on clothes. Simple on the spot a l te ra t ions 
are provided on most ou t le t s . Recently, the "complete 
s a t i s f a c t i on guarantee" allow l i f e long exchange of 
Giordano products at any ou t le t . 
* 、I 
2) Inventory Control 
Substantial investment i s made in an electronic point-
o f - sa le system which allows Giordano to monitor and respond 
quickly to market demand. Together with i t s in-house 
manufacturing capabi l i ty , enables f l ex ib le and e f f i c i en t 
stock replenishment. 
3) Price and Style 
Quality products are offered at affordable prices due 
to the highly integrated manufacturing and d is t r ibut ion 
system to a t t a i n economies of scales . Products designs are 
also done by in-house designers. This enables central 
monitoring of product s ty le to f i t closely with the product 
concept - to create c lass ic designs casual wears which will 
not be affec ted by fashion cycles. 
4) Marketing and Advertising 
A unique feature of Giordano i s tha t they own the i r 
in-house advert ising department. While most other brands 
employ professional advertising agency to plan and execute 
t h e i r advert is ing campaigns, Giordano are able to a t t a in 
equally e f fec t ive performance with savings on agency 
expenses. I t i s hard to say which way i s superior but given 
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i t s exis t ing ve r t i ca l integrated s t ructure , i t i s a logical 
move on i t s pa r t . 
5) Distr ibution Channels 
Giordano products are currently marketed through i t s 
own shops and counters within department s tores , as well as 
through franchise out le t s and counters within Aoyama 
(Japan)• A breakdown by country and category of out le t as 




s Distribution Channel Breakdown 
Country Shops Counters Franchise Total 
Outlets 
Hong Kong 30 5 - 35 
Singapore 9 2 - 11 
Taiwan 23 63 13 99 
Philippines - 一 5 5 
Japan - 49 - 49 
Total 62 119 18 199 
* Shop location maps of Taiwan, Singapore and Hong Kong 
are shown as appendix 5, 6 and 7. 
Giordano knows that vastness of d is t r ibut ion channels 
d ic t a t e s the degree of success of r e t a i l business in Hong 
Kong. So i t t r i e s to build i t s chain of d is t r ibut ion 
network to subs t i tu te the role of contractual r e t a i l e r s 
through indirect d i s t r ibu t ion . In Japan, franchised out le ts 
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are chosen as the form to penetrate the Japan market 
because of the unique local cul ture there . Only the local 
Japanese companies are in a posi t ion to understand the 
customer t a s t e and to deal with them ef fec t ive ly . Also by 
cooperating with Aoyama s tores , Giordano could rapidly 
d i f fuse into the Japanese market through the former
1
s vast 
s tore chain. Similar s trategy i s adopted in Philippines due 
to d i f f e r en t reason. Cause the economy in Philippines i s so 
weak tha t the market does not worth a wholly owned 




According to the Postponement-Speculation Theory, 
inventory cost, t ransact ion cost, stock-out r i sk and 
associated customer d i s sa t i s fac t ion could be sh i f ted upward 
by r e t a i l e r who perform speculative a c t i v i t i e s . However the 
cost of t h i s speculative a c t i v i t i e s would surely be capi tal 
t i e -up and r isky due to market changes. Clearly Giordano 
f inds solutions to t h i s dilemma. New technology i s employed 
in the r e t a i l sector to lessen the burden for heavy 
inventory (point-of-sale system)• Customer loyalty i s 
cu l t iva ted by a high level of consumer sa t i s fac t ion . While 
product qual i ty i s centra l ly monitored at the group's 
manufacturing set-ups in Hong Kong and China through Cohin 
and Comitex Garments. Distribution out le t s are largely 
expanded by means of short-term leasing shops, typical ly 
two to three years. While counters are paid a t a certain 
percentage of sa les . 
According to the Channel Design Model proposed by 
Subhash C. Jain
4 2
, market concentration, customer service 
level and ava i l ab i l i t y of working capi ta l are c r i t i c a l 
fac tors to ident i fy the d is t r ibu t ion channel. 
4 2
Jain, Subhash C. , Marketing Planning & Strateqv, Third 
Edition, South-Western Publishing Co., 1990, p. 518, 
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In the local scene, most of the ver t ica l ly- in tegra ted 
companies are manufacturers moving forward to the r e t a i l 
ou t l e t s , Giordano
1
s motive of ensuring su f f i c i en t order for 
factory would be a common ra t ionale for the f i r s t move. 
However, in order to sustain the steady growth and 
development of the system, more del ibera te e f f o r t s have to 
be placed. Giordano's move towards overseas market by i t s 
d i r ec t d i s t r ibu t ion strategy has actualized t h i s concept. 
For companies tha t are d i s t r ibu tors or r e t a i l e r s in origin, 
they may have some r e s t r i c t i ons in going backward if the 
brands tha t they d i s t r ibu te are imported prestigious 
brands, since i t i s extremely hard to produce the same 
qual i ty unless jo in t venture i s so l i c i t ed with the original 
overseas suppliers . While the case wil l be much easier i f 
they are operating in the medium price segment, So i t i s 
much harder to expect r e t a i l s l ike Joyce, Michelle Rene or 
Dickson to move backward. 
In Hong Kong, the high market concentration ca l l s for 
a d i rec t channel, while the r e l a t i ve ly high level of 
customer service required may suggest indirect channels. 
However, as the biggest margin in the local garment market 
l i e s in the r e t a i l sector, i t i s worthwhile for 
manufacturers to move forward to tha t sector . While working 
cap i t a l can always be secured from the re la t ive ly sound 
f inanc ia l system as long as there i s a prospect to s e l l . 
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With the coming of more protectionism in the 
in te rna t iona l garment market and the obscurity of the MFN 
treatment to China, the future for garment manufacturing 
industry i s not so optimistic, Giordano had demonstrated 
"the successful transformation of an export-oriented 
manufacturer from wholesale business to r e t a i l business. 
There are more other manufacturers adopting the same 
s t ra tegy: Laws Fashion (Bossini), Fang Brothers (Toppy), 
Manhattan Garments (G-2000) and many others. 
In conclusion the author believes tha t ver t i ca l 
in tegra t ion , i f executed with ins ight fu l channel s t ra teg ies 
tha t cope with the environment, wil l be a good strategy for 
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Giordano's Taiwan Outlet Location Map 
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Appendix 6 
Giordano's Singapore Outlet Location Map 
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Appendix 7 
Giordano's Hong Kong Outlet Location Map 
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1(a)Which age group do you belong to? 
Below 15 15 - 24 25 - 34 35 - 44 above 44 
(b)Married [ ] Single [ ] 
(c)Male [ ] Female [ ] 
2)On average, how often do you purchase clothing & Accessories? 
Once a day [ ] 
2-3 times a week [ ] 
Once a week [ ] 
Once a for tnight [ ] 
Once a month [ ] 
Once every 2-3 months [ ] 
Others 
^3) On average, how much do you spend on clothing & accessories per 
‘ year? 
For yourself 
For your spouse/boy/girl friend $ 
4) Which d i s t r i c t do you l ive in? 
5) Which d i s t r i c t do you work/study? 
6)Which shopping area do you make the most purchase? 
The shopping mall jus t beneath my apartment [ ] 
Tsim sha Tsui ( East & West ) [ ] 
Causewaybay [ ] 
Admiralty [ ] 
Central [ ] 
Tai Koo shing [ ] 
Mongkok [ ] 
Shatin [ ] 
Tsuen Wan [ ] 
Others 
7) In deciding on a clothing purchase, which of the following i s 
more important to you? Pis. mark. 
(6 the highest & 0 the lowest) 
Varie t ies [ ] 
Brand [ ] 
Style C ] 
Price [ ] 
Convenience [ ] 
Customer Service [ ] 
Degree of luxury [ ] 
Others [ ] 
8)Apart from the basic need for clothing, what factors influence 
your purchase decisions? 
Appeal by the product advertisement [ ] 
Maintain same standard as friends and acquaintances [ ] 
Have extra money to spend [ ] 
Special occasion (eg. new sportswear for tennis course) [ ] 
、t 
Fashion outlook [ ] 
Job requirements [ ] 
Others [ ] 
9)When you choose a brand, how wil l you rank the importance of 
various fac tors ？ 
Importance 
Extremely F a i r l y Quite Not at a l l 
-Brand Awareness 
-Var ie t ies 
-Pr ice 
-Style 
-Avai lab i l i ty 
(Number of shops) 
-Customer Service 
-Degree of Luxury 
-Others ‘ 
10)What' s the value of the clothing you are NOW wearing? 
Item Pis . t i ck Dollar amt. Purchased from 
(dis t r ic t /shop) 
-Sh i r t [ ] HK$ 
-Jacket [ ] HK$ 
-Sui t [ ] HK$ 
-Trousers [ ] HK$ 
-Sk i r t [ ] HK$ 
-Shoe [ ] HK$ 
-Accessories [ ] HK$ 
Total Amt.HK$ 
11)In general, What's the appro. price that you feel acceptable? 
Item Pis. t i ck Price 
-Sh i r t [ ] HK$ 
-Jacket [ ] HK$ 
-Sui t [ ] HK$ 
-Trousers [ ] HK$ 
-Ski r t [ ] HK$ — 
-Shoe [ ] HK$ 
-Accessories [ ] HK$ 
(Pis. specify) 
12)Pis. l i s t 3 brands tha t appeal to you most. Why? 
13)What's the brands you buy most, i f i t d i f f e r from (9), why? 
14) Pis . l i s t a t leas t 3 brands that you most d is l ike . Why? 
今I 
15)What's your occupation? 
Manager & Administrator [ ] 
Professional [ ] 
Cler ical [ ] 
Service Worker [ ] 
Craft & Related worker [ ] 
Machine operator & [ ] 
Assembler 
Student [ ] 
Others 
16)What's your monthly income? 
Below 6000 [ ] 
6000 - 7999 [ ] 
8000 - 9999 [ ] 
1 0 0 0 0 着 1 4 9 9 9 [ ] 
15000 - 19999 [ ] 
20000 & above [ ] 
17)What type of housing are you l iving in? 
Housing Authority Rental es ta tes [ ] 
Public Housing [ ] 
House Ownership Scheme [ ] 
Private Apartment (rent) [ ] 
Private Apartment (own) [ ] 
Others 
18)What wi l l be your major c r i t e r i a in weighting customer 
service? 
Sales person a t t i tude [ ] 
a f t e r sales service [ ] 
channel ava i l ab i l i t y [ ] 
brand image [ ] 
others [ ] 
Appendix 9 
Seller Survey 
A)What's the i n i t i a l position of your company? 
Manufacturer 
Wholesaler 
Reta i le r 
、* , 、 
B) Why did your company decide to go ver t i ca l integration? 
C) How did your company go ver t ica l ly integrated? 
D)What's the perceived and realized disadvantages of going 
integrated ver t ica l ly? 
E) What' s the major l imitat ions of going for a ver t ica l 
in tegra t ion in Hong Kong? 
1) (a) How do you define your target customer? 
(b) Why have you selected the above as the target customer? 
2) Please rank the customer a t t r ibu tes that your company aims to 
ca ter fo r . 
Importance 




-Avai lab i l i ty 
(Number of shops ) 
-Customer Service 
-Degree of Luxury 
-Others 
3)What do you see as the major l imitat ions in meeting customer 
requirements? 
4) Which Co. or competitor do you think is the best performer in 
your market segments? 
* I 
5) What s t r a t eg ie s do you think they pursue tha t enable them to 
achieve t h i s performance? 
6) What, are the sources of your products sold? 
% 
一 Manufactured from associated companies [ ] 
- Import from overseas [ ] 
一 Buy d i rec t from manufacturers [ ] 
- Manufacture under licensee [ ] 
一 Buy from local wholesalers /d i s t r ibu tors [ ] 
一 others 
7) How do you purchase?(工』• the terms of purchase ) 
- Open account [ ] 
- L / C [ ] 
一 C.O.D. [ ] 
- Others 
/ 
8)How do you define your company's business domain? 
-Manufacturer with d is t r ibut ion capabil i ty [ ] 
- R e t a i l e r with manufacturing capabil i ty [ ] 
- A ve r t i c a l l y integrated company with fu l ly developed [ ] 
manufacturing & re t a i l i ng establishments 
- o t h e r s . ^ 
* I 
9) For exis t ing stores and when investigating new stores, what 
measure do you use to estimate future sales? 
10) With reference to Q. 9, what are the industry norms for doing 
so? If you d i f f e r , why? 
11)Which are the key geographical locations for the market 
segment you operate in. How do you adjust expected sales for 
d i f f e r en t locations? 
12) Where do you see the key r e t a i l locations going forward, why? 
13) (a)How many shops are operating in th i s chain? 
(b)Do you operate stores outside H.K.? 
14) What percentage of your sales averages in each month? 
Jan. Feb. March April May June 
^ t 、 
July August Sep. Oct, Nov. Dec, 
For Q.15-17, p i s . use the table below : 
(17) (18) (19) 
Segment 
Menswear 一一 Sportswear [ ] % % 
ta i lored clothing [ ] % % 
Boyswear -一 Sportswear [ ] % % 
ta i lo red clothing [ ] % % 
Womenswear 一一 Sportswear [ ] % % 
ta i lored clothing [ ] % % 
Girlswear 一舊 Sportswear [ ] % % 
ta i lored clothing [ ] % % 
Accessories "•- Bags/Belts/Ties,etc. [ ] % % 
Footwear [ ] 冬 冬 
15)What market segments do you se l l into? Pis. t i ck . 
16) What % in terms of volume does each segment contribute? 
17) Are there any product groups that appear to be providing major 
growth and are there any which are s t a t i c or declining? 
18) In your opinion, what factor(s) enhance your sales? 
19) In your opinion, what factors hinder sales? 
20) In general, what do you perceive as the major d i f f i c u l t i e s of 
engaging in a r e t a i l business in H.K.? 
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